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Entrepreneurship has been a crucial field for the advancement of the worldwide economy 
as the entrepreneurial ecosystem is responsible for a large part of the innovation produced 
globally.  
 
However, for ventures in their infant stages, access to capital is a limitation. At the very 
initial stage, the ventures really on bootstrapping but these funds are often limited. 
Therefore, in order to make ventures grow, firms need to raise external capital since, as 
these firms are just starting, recurring to debt and specially banks is very difficult.  
 
Two of the most commonly used financing sources at this stage are Business Angels and 
Accelerators. Thus, it is very important to understand what are the criteria these two 
investment vehicles consider more relevant when investing, as the majority of the 
ventures fail at this stage of development. 
 
After reviewing the existent literature, a survey was conducted in order to understand the 
criteria Business Angels and Accelerators consider more important. The survey had a 
total of 39 participants. The results of the study indicate that the entrepreneur and the 
team are very important factor however, it was not possible to prove that it is the most 
important for early stage investors. Nonetheless, it was proved the financial information 
related to the venture is highly value for Business Angels and Accelerators. 
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Title: Quando investem em empresas na sua fase inicial, será que os Business Angels e 
Accelerators têm os mesmos critérios? 
 
Author: Bernardo Miguel Camilo Marçal 
 
O empreendedorismo tem sido uma área crucial para o desenvolvimento da economia 
mundial pois o ecossistema empreendedor é responsável por grande parte da inovação 
produzida globalmente. 
 
No entanto, para empresas em fase embrionária, o acesso ao capital é limitado. Aquando 
da criação da empresa, os empreendedores recorrem a capital pessoal no entanto, esses 
recursos são, muitas vezes, finitos. Posto isto, para que a empresa consiga crescer, é 
necessário obter capital externo. Nesta fase inicial da empresa, recorrer a dívida ou a 
bancos, é extremamente difícil. 
 
Duas das fontes de financiamento mais utilizadas nesta fase são os Business Angels e 
Accelerators. Neste sentido, é muito importante entender quais são os critérios que estes 
dois tipos de investidores consideram mais relevantes quando investem em empresas na 
sua early stage dado que a maioria das empresas fecham quando se encontram nesta fase 
de desenvolvimento. 
 
Depois de analisar a literatura existente, foi realizado um questionário para entender os 
critérios que os Business Angels and Accelerators consideram mais importantes. A 
pesquisa teve um total de 39 participantes. Os resultados deste estudo indicam que o 
empreendedor e a equipa revelou ser um fator muito importante, no entanto, não foi 
possível provar que é o mais importante para investidores em empresas em early stage. 
Ainda, foi possível verificar que a informação financeira relacionada com a empresa é 
muito valorizada pelos dois tipos de investidores. 
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550,000 new ventures were born per month in the United States between 1996 and 2004 
(Kauffman Foundation, 2005). For new ventures, easiness of access to funding increases 
the firm chances of survival (Maxwell, Jeffrey and Lévesque, 2011). Availability of funds 
allow to the venture to get the resources for business development and growth (Kelly, 
2007). Entrepreneurship has been defined as the progression of opportunities that craft 
new products and services by investigating, associating and combining resources in a new 
way that ultimately leads to innovative solutions (Shane and Venkataraman, 2000). The 
field of entrepreneurship is considered to be one key drivers for innovation that allows 
for competition to increase while stimulating economic development and growth (Cassar, 
2004; Wennekers and Thurik, 1999).  
 
Venture Capital, crowdfunding, business angels and accelerators are among the vehicles 
new ventures can use to raise funds (Drover et al, 2017). However, the majority of young 
ventures face challenges when trying to access funding and rely on bootstrapping to 
sustain their operations (Berger and Udell, 1998). Thus, information that helps 
entrepreneurs to increase the chances of having success at fundraising is critical for the 
survival of early stage ventures (Bell et al., 1998). New ventures that best understand 
investors’ criteria for allocating their investment decisions are in a stronger position to 
adjust their pitch to a particular investor type (Riding, Feeney and Haines, 2007). 
 
Research has recognized that there is a widespread collection of possible criteria that 
investors look into when appraising new investment opportunities (Maxwell, Jeffrey and 
Lévesque, 2011). In this sense, Riding et al. (2007) claims that comprehending the 
different venture decisive factors may help new enterprises unlocking the necessary funds 




Extant research has focused on the figure of the entrepreneur to explain the exploitation 
of an opportunity. However, the entrepreneurial process is directly related to the prospect 
business opportunity. This is, the opportunity must be profitable and the entrepreneur has 
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to be willing to pursue it (Venkataraman, 1997). As a result, entrepreneurship becomes 
an economic growth enabler functioning as a catalyst for change and innovation 
management (Schumpeter, 1934) since one of the principal inspiration sources for 
entrepreneurs are market imperfections (Kirzner, 1979). This factor contributes to 
equilibrating supply and demand (Kirzner, 1997). 
 
New start-up companies can have a positive impact on renewing industries with 
disruptive expertise (Christensen and Bower, 1996) however, these new ventures, on a 
very early stage, rely on bootstrapping as external capital is very challenging to obtain 
(Berger and Udell, 1998). Bootstrapping is financing technique without recurring to 
banks or equity. Therefore, in order to finance ventures, the founders often recur to their 
personal credit card, seek payments in advance (Harrison, Mason, and Girling, 2004) or 
recur to friend and family (Sequeira, Mueller, and McGhee, 2007). This is often a method 
new ventures recur to in its beginning, however, achieve fast grow by bootstrapping is 
very hard and this is why most early stage ventures rely on equity financing after 
bootstrapping.  
 
For the majority of new ventures, external capital is needed in order to sustain and help 
growing the business (Tyebjee and Bruno, 1984; Hisrich and Jankowicz, 1990). Many 
firms, when anticipating such growth look forward to raise capital, either from business 
angels or venture capitalists (Freear, Sohl, and Wetzel, 1992). The path, methods and 
options new ventures take in order to get funding is a critical subject on the firm’s 
examination. The various mechanisms start-up companies follow in regards to capital 
related decisions has proven to have direct repercussions on performance, risk of failure 
and the scalability impacts (Cassar, 2004).  
 
In early stage ventures there are high information asymmetries which originates problems 
related to the venture’s financing. On the one hand, due to this lack of information, both 
equity and debt investors require higher returns on investment (Myers and Majluf, 1984). 
Debt financiers are often required to have a lot of information about the firms to whom 
they lend money to. This makes debt financing a very difficult option for early stage 
ventures (Chua et al., 2011). On the other hand, equity investors as Business Angels and 
Accelerators give less importance to due diligence procedures (Drover et al, 2017). In 
contrast they often demand a higher ROI and for that they retain an equity stake on the 
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ventures. However, adding to this, these investors have a large experience, knowledge 
and network that often enables to venture to grow. Thus, as stated by Cassar (2004), the 
path a venture choses regarding the funding method can have an impact on the firm’s 
future growth. 
 
1.2 Problem Statement 
 
Hence, it is relevant to study the criteria the different type of investors considers before 
deciding to invest in a new firm. Entrepreneurs are not usually aware of the reasons 
behind not being able to secure funding as investors do not disclose why they did not go 
through with the investment (Maxwell, Jeffrey and Lévesque, 2011). 
 
The investments made on equity of start-up companies often have a lot of risk attached 
to them but also a latent possible reward. Often, the most common sources of capital are 
venture capital firms, venture capital funds that arise from large corporations, business 
angels, crowdfunding and accelerators (Drover et al., 2017).  
 
For all new ventures, raising funds is an important from external parties because it allows 
the venture to grow (Mason and Harrison, 2000; Mason, 2006) and early stage investors, 
such as Accelerators, exist to help the ventures in their development (Hamilton, 2018). 
Failing to raise these funds put the survival of the firm at risk (Maxwell, Jeffrey and 
Lévesque, 2011) as for new companies the likelihood of failure is 20% in the first year of 
existence and of 66% for the first five years (Timmons and Stephen, 1994). In North 
America, despite the various investment vehicles, a high number of start-ups that aimed 
at raising capital was unable to do so (Riding, Maddill and Haines, 1999). This happens 
mainly due to two reasons: Firstly, only high-quality firms are able to collect funds or, 
secondly, the capital available and the risk associated with it was not appropriate for the 
opportunities the capital would be exposed to (Maxwell, Jeffrey and Lévesque, 2011). On 
the other hand, Mason and Harrison (2002) have advocated that inefficiencies associated 
with the fundraising process may also be a root cause as of why firms are not being able 
to attract third party investment. Thus, the authors stress that by investigating how 
investors choose firms for the next step in the investment process, it can allow ventures 
to be more efficient towards the investment process and hence increasing the chances of 
raising external capital. 
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1.3 Research Questions 
 
The goal of this paper is to identify what are the main criteria that different investors look 
for in the ventures they look forward to invest. The focus of this paper is early stage 
ventures both seed and start-up stage ventures. A seed stage venture is firm that has a 
business idea and it is focused on building a team, developing a concept/product in order 
to be able to raise its first round of financing that will allow to start the business. A start-
up stage venture is a venture that has already received seed investment and it is looking 
forward to raise the second round of financing to further develop their 
concept(s)/product(s), the team and grow the business. 
 
In terms of equity financing, there are two types of equity investors that often finance 
ventures at these stages of development: Business Angels, who often hold previous 
entrepreneurial experience themselves and get equity in the new firms in exchange for 
mentoring and access to the BA’s network; and secondly, Accelerators, that receive 
cohorts of start-ups during a defined time period and provide mentoring, office space and 
access to investors to the ventures in exchange for a small amount of equity (and 
investment) in all the ventures to be accelerated.  
 
Based on the literature, there are four criteria Business Angels and Accelerators find 
relevant when investing in early stage ventures: The entrepreneur and the team, the 
business idea, the financial (Maxwell, Jeffrey and Lévesque, 2011) and location of 
venture (Gilbert, McDougall & Audretsch, 2006). 
 
Thus, as we want to understand the differences in the investment criteria between 
Business Angels and Accelerators in early stage ventures, the following research 
questions will be addressed: 
 
RQ: Do Business Angels and Accelerators differ in their investment criteria? 
a. If so, where are these differences? 
b. Are these stronger regarding the stage of development of the venture? 
 5 
1.4 Research Objectives 
 
Using the research questions addresses mentioned above, the following research 
objectives will be explored: 
 What factors do Business Angels consider more relevant when investing in a 
venture? 
 What factors do Accelerators value more when selecting ventures into their 
cohorts? 
 How do the different criteria vary between Business Angels and Accelerators? 
 How do investors value the different criteria based on the stage of development 
of the venture? 
 
1.5 Dissertation Outline 
 
This dissertation is organized in the following way. In this chapter – the introduction – it 
is addressed the background and the problem statement. On the second chapter, the 
literature regarding the venture’s stage of development, sources of financing and the 
relevant investment criteria for Business Angels and Accelerators is presented. Thirdly, 
the methodology applied in this study is thoroughly explained. On the fourth chapter, the 
results of the conducted study are analyzed and discussed having in consideration the 
research questions and hypothesis developed. In the last chapter, the general conclusions 

















2 Literature Review 
 
The investment process is a key component on the journey new ventures pursue in order 
to secure funding from private investors. Maxwell et al., (2011) suggested five stages in 
the process of funding. Firstly, there is the origination that corresponds to the moment 
when reliable third parties refer entrepreneurs and ventures to investors (Paul, Whittam 
and Wyper 2007). Secondly, there is the time in between the referral and the interaction 
of the two parties. Thirdly, the communication between the investor and the entrepreneur. 
Following the interaction there is the time between the decision and the investment and 
lastly, there is the due diligence process where the investors is able to confirm all the 
details discussed in prior interactions with the entrepreneur (Maxwell, Jeffrey and 
Lévesque, 2011). 
  
Throughout the process, variations in the behaviour of both parties can be used identify 
at which phase an interaction is taking place. Often, when investors are choosing the 
ventures to go further in the process, the communication between both parties is more 
factual than when the investors have already narrowed down the firms they are keen on 
investing (Maxwell, Jeffrey and Lévesque, 2011). In fact, communications between the 
venture and investors at the selection stage was proved to be 85% more objective than 
when the conversations between the parties happened after the firms went through the 
selection stage (Kim & Myaeng, 2007). 
 
Furthermore, as equity investors exchange capital in return for equity in the ventures, the 
funding is also based on the stage of the venture (Drover et al., 2017). 
 
2.1 Venture Stage 
 
Risk capital can be defined as when investors are considering purchasing an opportunity 
that the entrepreneur is trying to sell. When considering investment opportunities, the 
different types of investors often have similarities in the decision making process. 
However, there are dissimilarities often triggered by the nature of the relationship 
between the investor and the entrepreneur and by the stage of the investment (Riding, 
Feeney and Haines, 1999). 
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Usually, the first stage of a venture is characterized by the conceptualization and 
development of a product or technology. In this phase, often the entrepreneur is the person 
in charge for this process before the actual creation of the firm that, eventually later on, 
will be looking for funds to grow the business idea and the team. Since the focus of the 
entrepreneur at this stage is the development and technical stage, there is no formality nor 
structure in the firm (Kazanjian, 1988). In fact, more than 60% of the fundraising rounds 
of early-stage ventures have been aimed at ventures at seed or start-up stage, showing 
that, in fact, private investors display a trend to invest in early-stage transactions (Riding, 
Feeney and Haines, 1999). This finding has proven to be in line with the fact that private 
investors are not a substitution of institutional investors but a supplement. Private 
investors often value the company’s business idea feasibility and the firm’s prospections 
and these characteristics can be improved through the experience, mentoring and network 
that investors bring along with their investments. Confirming this, Maxwell et al. (2011) 
has also argued that, according to the agency theory, private investors tend to govern the 
firms they invest in.  Thus, early stage ventures face difficulties when developing the 
product or service they intend to commercialize (Block & MacMillan, 1985) and when 
trying find investors to whom they can sell the product and the business concept 
(Kazanjian, 1988). Therefore, it is important to understand what are the success factors 
that private investors consider more important when funding early stage companies. In 
the following figure X, developed by (Silva and Wilson 2012), it is possible to see all the 
life cycle of a venture since its conception until an exit scenario: 
 
 
Figure 1 - Life-Cycle of a firm and stages 
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The different funding sources behave in a different way when presented to ventures in 
distinct stages of development. Thus, it is important understanding how this behavior 
varies (Freear, 1994). Often, at this stage of development, investors are reluctant to invest 
as the ventures are grounded on the team and business idea (Freear, 1994) there is a lot 
of uncertainty. However, when investing at stage, investors are able to get a higher return 
on investment if the ventures succeed Cassar (2004). 
 
2.1.1 Seed Stage 
 
The seed stage can be described as the stage where the entrepreneur and the team (if 
existing) are focusing on developing a minimum viable product (MVP) in order to be able 
to enter the market and start defining a valuation for the venture. The seed stage comes 
after the bootstrapping stage – stage where the entrepreneur and the team put their own 
money into the venture – and it is on the seed stage that the venture starts looking for the 
first investment. At this stage, the mechanisms most ventures recur to are accelerators, 
incubators and angel investment (Kesim & Salamzadeh, 2015). The ventures look 
forward to raise this capital in order to invest in developing the product or service 
(Manchanda & Muralidharan, 2014). Most of the ventures end up failing at seed stage as 
they failed to raise the funds intended to grow the enterprise. Conversely, ventures who 
are able to secure investment at this stage have a higher likelihood of becoming profitable 
(Kesim & Salamzadeh, 2015). 
 
2.1.2 Start-up Stage 
 
It is when entering the start-up stage that ventures have their business idea validated both 
in terms of feasibility and in terms of market legitimacy. Still, at this stage, firms keep on 
researching the market and investing in the development of their product or services 
(Čalopa, Horvat & Lalić, 2014).By doing so, start-up stage ventures are starting to craft 
the final solution and transforming its revenue model into a feasible business plan 
(Moogk, 2012). Hence, at this stage, the concerns regarding the product market fit of the 
developed solution arise as it is important to understand if this solution addresses the 
demand and needs of the futures customers of the venture. The firm must also validate 
the market – by if customers and distribution partners are willing to pay for the product 
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or service when it is completed and at what value – and the sales continuity, this is, to 
evaluate how can the firm grow from one segment to several in order to generate a larger 
and balanced sales base (Churchill & Lewis, 1983). To be able to validate these aspects, 
it is important for the venture to build and test prototypes with the customers, grow its 
team and execute the marketing plan that will establish the product in the market 
(Hofstrand, 2013; MaRS, 2009b). 
 
2.2 Sources of Financing 
 
For young entrepreneurial ventures, the source of financing can be critical to achieving 
success. Kelly (2007) stated that when a firm is able to collect funds, growth is more 
easily enabled. For instance, Stuart et al. (1999) has shown that ventures that were able 
to partner with recognized and networked partners, benefited from recommendations and 
reached an exit through an Initial Public Offering (IPO) more quickly while also getting 
a higher firm valuation than those who did not have such recommendations. Also, the 
founders of these organizations who developed relationships that led to recommendations 
in terms of investment sources or resources, tend to have a higher chance of receiving 
capital from external sources (Drover et al., 2017) 
 
For early stage ventures, the investment vehicles that focus on this type of ventures are 
accelerators, business angels and incubators. The differences between the 3 vehicles are 
summarized on the following chart (Cohen, 2014): 
 
 
Figure 2 - Differences between Accelerators, Incubators and Angel Investors 
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As shown in the graph, the different investment vehicles differ on their investment 
characteristics. The most critical difference displayed regards the incubators as they do 
not invest capital in the firms. Instead, they offer co-working space and other office 
resources. As the goal of this dissertation is to study equity financing in new ventures, 
this investment type will not be further analyzed. Moreover, the author also noted that the 
majority of the entrepreneurs that applied to an accelerator program did not consider 
applying to an incubator however, almost all of them had already tried to raise capital 
from BA’s. Regarding the differences between BA’s and Accelerators, it is possible to 
see that Accelerators investment duration is very time compressed when compared to 
Angels. Another critical difference is the venture location. For Accelerators, the ventures 
need to move, at least temporarily, to the Accelerator’s location as intensive training is 
held at the Accelerator. When BA’s invest, as they mentorship and education does not 
have any specific time frame or location, the venture is not forced to move near the 
investor. In terms of similarities, accelerators and angel investors are two similar 
investment vehicles as they both focus on early stage ventures, the selection process 
towards getting the investment is highly competitive and both vehicles offer capital in 
exchange for equity in the venture (Cohen et al., 2014). 
 
Young firms often rely in a combination of debt and equity financing. For new ventures, 
debt financing is an important but very difficult to obtain source of financing (Bates, 
1997; Cassar, 2004). Being able to finance the venture with debt can be very useful for 
young firms in order to retain ownership (Ueda, 2004), be cheaper after tax (Graham, 
200) and it avoids leaking intellectual value in the early days of the company (Townsend, 
1979). However, due to agency problems, conflict of interests and lack of information by 
the debt holder, new ventures are often rejected debt financing (Chua and Chrisman, 
2011).  
 
In contrast, equity financing, is an easier source of capital for young firms. Previous 
literature has focused on outside equity financing regarding venture with a lot of growth 
potential (Drover et al., 2017) but not on the motives that trigger investors to put those 
investments into new ventures. As a result, in this dissertation, we will look into the 
criteria both Business Angels and Accelerators consider relevant in early stage ventures 
as it is at this initial stage of the ventures’ life these investors are actively looking for 
financing new companies (Drover et al., 2017). 
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2.2.1 Business Angels 
 
Business angels (BA’s) are usually renowned individuals who finance young enterprises 
with their own money. Besides investing their personal wealth, one reason that often 
drives the business angels - who are former entrepreneurs themselves - is the excitement 
of being involved in growing a new born venture (Ibrahim, 2008). BA’s are usually prior 
entrepreneurs that aim to provide guidance and expertise to start-up companies, often in 
industries that the business angels have prior experience in. These investors are often 
characterized by their looser approach to the investments, predominantly concerning the 
due diligence required and their contracts’ requisites (Drover, et al., 2017). Usually, angel 
investors do not have any team supervising their investments. These investments are 
activities they have in parallel to their permanent work and angels often recur to their 
network in order to find business investment opportunities (Hellman & Puri, 1999).  
 
In recent times, BA’s have begun to increase their impact on the market through the 
creation of angel investor groups (Kerr, Lerner, & Schoar, 2014). Even though literature 
on BA’s groups is scarce, Drover et al. (2017), have shown that certain angel groups can 
influence young ventures’ performance. For instance, Kerr et al. (2014) has demonstrated 
that ventures that raised capital from angel groups tend to have a better performance than 
those who cannot. Despite being formed by individual business angels, Carpentier and 
Suret (2015) discovered that these groups watch over different criteria when compared 
with investments at the individual level.  
 
Business Angels are known by being actively involved in the businesses they invest in. 
There are business angels that commit several days per month in order to support the 
ventures. To supervise how the business performing, angels often use forecasts to 
compare with the actual performance. Regarding the evaluation of the ventures value, it 
is conducted by angels themselves and business meetings with potential investment 
candidate occur regularly until the actual investment happens. Also, in terms of the 
contracts performed between the ventures and the angels, there are often exit and future 
investment clauses (Stedler & Peters, 2003).  
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Since their early stages until the entrance in public capital markets – Initial Public 
Offering (IPO) – angel investors play a critical role in the development of the ventures 
(Giurca Vasilescu, 2009). The agent-principal relationship theory denotes disparities in 
the investment process of business angels when compared with the investment process of 
professional fund managers. As BA’s are involved on a daily-basis in the activities of the 
company, they end up mitigating part of the risk that is implied to exist on their 





At the time of their foundation, around the 80’s, accelerators were recognized by being 
research laboratories. The actual model that accelerators – receiving and helping seed 
stage firms – was developed in the early 21st century by a former entrepreneur who 
intended to mentor new ventures in order to reduce the high rate of failure that 
characterizes these ventures (O’Connell, 2011).  
 
Currently, accelerators are formed by a group of skilled and experienced business people 
that gather cohorts of early stage ventures in exchange for a small amount of equity in the 
company, guidance, management services office space and mentorship (Fishback, 
Gulbranson, Litan, Mitchell, & Porzig, 2007). The main objective of these programs is to 
allow entrepreneurs from newly created companies to accelerate their ideas in a defined 
time horizon that normally lasts between three to six months. The firms accepted into 
accelerators’ cohorts get hands-on experience that ultimately aims to provide the ventures 
with the tools required for future success (Drover et al., 2017). In the end of the 
established time frame, where entrepreneurs have the chance to develop their ventures, a 
“demo day” takes place. The “demo day” is an event where entrepreneurs have the 
opportunity to pitch their ventures to potential stakeholders and investors (Shane, 2016). 
Some of the most recognized accelerators in the world are Techstars and Y-Combinator 
(Fishback et al. 2007). 
 
An increasing number of ventures applies to accelerator programs (Mitchell, 2010). 
Despite the uncertain economic atmosphere, as open development platforms get more 
advanced and the costs of technology decrease, investors see this time as perfect to fund 
 13 
new ventures (Launch Box Digital, 2010). In this sense, accelerators finance the new 
ventures selected to their programs. Accelerators provide a very short amounts of money 
to the elected firms (Bluestein & Barrett, 2010) however, it often allows the ventures to 
be able to sustain themselves while attending the program. For instance, TechStars 
restrains the amount provided to 6,000$ per founder up to a limit of 18,000$ per company 
funded (Hoffman, Radojevich-Kelley, 2012). 
 
In accordance with accelerator founders, the key ingredient that often leads to the 
venture’s success is the quality of the mentorship they receive and the earliest it happens 
the more likely is the firm to thrive (Bluestein & Barrett, 2010; TechStars, 2010). 
Therefore, the ventures are exposed from early on to high quality mentorship, networking 
activities, education and trainings. While the mentors are often prior entrepreneurs who 
have experienced similar situations to the ones the founders are going to experience, the 
teams gets the chance to learn from key professionals in the field. These professionals 
offer quality feedback and advice to the entrepreneurs and accelerators chose them on the 
experience, expertise and willingness to help entrepreneurs succeed along with their 
recent ventures (Hoffman et al., 2012).  
 
In the end, accelerators focus on providing assistance to the new ventures due to believing 
that the business concept is feasible and because the accelerator is fascinated with the 
idea or with start-up’s team. For instance, TechStars has acknowledged that it often 
finances ideas that focus on attractive niche market that have a great potential to be 
scalable (Drover et al., 2017) Lastly, in addition to providing services like mentoring, 
networking and office space, accelerators have their main strength in its strong 
connections with business angels that have a sound interest in ventures in their infant 
stages (Clarysse et al., 2016). Furthermore, there is research showing that accelerators 
function as mediators between the ventures and other external investors (Cohen, 2014). 
 
2.3 Success Factors 
 
The reasons that lead investors to neglect funding to ventures are not the mere opposite 
of the reasons that prompt investors to put capital into their businesses’ portfolio (Feeney, 
Haines, & Riding, 1999). 
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Researchers that have looked into the relevant criteria investors consider important when 
investing in a business opportunity found that there are four key areas that investors look 
for: Financial information, the business idea, who is the team developing the business 
(Mason and Stark, 2004; Maxwell, Jeffrey, & Lévesque, 2011) and, a more recent factor, 
the location of the venture (Gilbert, McDougall & Audretsch, 2006). 
 
Investors state that they evaluate the firms they are pitched to grounded on their “gut feel” 
which leads to the greater ambiguity that investment decisions enclose (Macmillan, 
Zemann, & Subbanarasimha, 1987). Thus, it is very important to comprehend what are 
the factors that investors look for in young ventures as it can help the ventures on their 
journey to be a more appealing investment opportunity to external investors (Maxwell, 
Jeffrey, & Lévesque, 2011).  
 
2.3.1 The Entrepreneur & Team 
 
A substantial stream of research looks at how the entrepreneur and the founding team 
dictate the potential of the venture and its future success. In the early days of a new 
venture there are several aspects that are subject to change, especially the business 
concept during the formation stage. However, the human capital of the business, after 
controlling the business idea, has shown to be a very important and a crucial characteristic 
of the venture (Torres, 2015). The entrepreneur and the team developing the company has 
been considered as a key criterion for investors when deciding whether or not to invest in 
a venture (Feeney et al., 1999; Sudek, 2006) however specific attributes of the 
entrepreneur are difficult to rank in importance or even difficult to determine (Landström, 
1998). 
 
Two characteristics of the entrepreneur that positively affect the venture’s performance: 
the execution and general ability skills of the firm’s CEO (Drover et al., 2017). The 
personal characteristics of the entrepreneur play an important role on the decision-making 
process of investors. For instance, Marion Kauffman Foundation (2005) released their 
worksheet on startup valuation and, at the time, it was found that one potential deal killer 
was the lack of ability to coach others from the entrepreneur. The study developed by 
MacMillan and Block (1985) revealed that two of the most critical personality traits that 
entrepreneurs should be eager to stay in power and should be risk tolerant. On the other 
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hand, founders can also be affected by the egocentric discounting that Bonaccio & Dalal 
(2006) have described as the situation where founders believe their judgments to be better 
when compared to the judgements of others parties such as a mentors. Also, Feeney et al. 
(1999) and Mason and Harrison (1996), who studied the decision-making of investors, 
have found that the track record of the CEO is a relevant criteria as it may be linked to 
higher chances of success (Paul et al., 2007). 
 
Therefore, a company that is managed by a team with a successful track record and 
background generates trust to possible investors (Chojnacka, 2016). As mentioned 
previously, Torres et al. (2015) has studied how the human capital relates to the success 
of the venture and suggests that investing in a firm grounded on the information about the 
team can be a good investment strategy. Moreover, industry expertise is also a criterion 
that has demonstrated to be linked to success as it allows the entrepreneur to take better 
decisions and to anticipate problems he may have faced in previous professional roles 
(Hisrich and Jankowicz, 1990) and (MacMillan, 1985). 
 
Sudek (2006) has noted that the dimensions related to the entrepreneur and the team are 
considered the most important ones when considering to invest in a venture. Also, based 
on the studies developed by Hoffman et al. (2012), we verify that Accelerators when 
selecting ventures into their cohorts, the team is at the top of their criteria. Additionally, 
Feeney et al. (1999) have discovered that investors see weaknesses in the management 
team as the number one barrier to investing in a new business opportunity. Based on the 
literature, it is consensual that the entrepreneur and the team is the most relevant factor 
when both investment vehicles consider to invest in a new venture. Thus, we hypothesize 
the following: 
 
H1: The entrepreneur and the team is the most important factor when that BA’s and 
Accelerators consider to invest in an early stage venture. 
 
H1a: The entrepreneur and the team is the most important factor when that BA’s 
and Accelerators consider to invest in a seed stage venture. 
  
 H1b: The entrepreneur and the team is the most important factor when that BA’s 
and Accelerators consider to invest in a start-up stage venture. 
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2.3.2 Business Idea 
 
Hart and Moore (1990) have presented the property rights theory which refers that the 
non-human resources of the business are the most crucial ones. Therefore, independently 
of the team who is managing the firm, investors should pay more attention to the business 
in itself (Kaplan, Sensoy & Strömberg, 2009). When looking into the business idea, 
numerous studies have assessed how the path new ventures chose to address in terms of 
their product and approach affect the subsequent performance of the firms (Dess & Davis, 
1984; White, 1986; Miller, 1988; Robinson & Pearce, 1988; Calingo, 1989; Nayyar, 
1993). As a result, achieving a sustainable competitive advantage is key is very important 
as it relates to the product/market strategy the venture choses to follow (Kenneth, Marino 
& Noble, 1997).  
 
Regarding the product strategy, when firms choose to have several product lines it 
provides them supplementary revenue streams as well as economies of scale and cost 
achieved through technology and resource sharing (Panzar & Willig, 1981; Teece, 1980). 
Another indicator that often investors consider is product adoption, this is, the 
engagement the product has with its target market. For instance, in a tech venture, traction 
with the market can be measured by the numbers of users the product already has and if 
that number is increasing throughout the time (Čalopa, Horvat & Lalić, 2014). Actually, 
(Mason and Harrison, 1996) noted that if investors do not see easiness in terms of product 
adoption by its potential customers, this aspect can become a deal breaker. 
 
MacMillan and colleagues (1985) have noted that proprietary protection is a crucial 
characteristic for investors. By holding such protection, investors consider the business 
idea insulated from an eventual attack from competitors (MacMillan, 1987) meaning that 
investors value when the product or service owned by the venture creates barriers for 
competitors (Sudek, 2006). Patent protection can cover both design and process 
characteristics and these often allow firms to have greater pricing flexibility as demand 
is more elastic and consumers are less price sensitive. Overall, it is expected that due to 
existence of patent protection over the product or service contributes to the firm’s growth 
(Kenneth, Marino & Noble, 1997). 
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It is fair to say that choosing whether or not to invest in a venture just based on the idea 
is a difficult task. For Accelerators, the business idea is more important, especially for 
seed stage ventures, as they focus their programs on intensive education and mentoring 
in order to fine-tune the venture’s idea (Hoffman et al., 2012) which is less developed in 
an seed stage (Kesim & Salamzadeh, 2015). For Business Angels, the idea is an important 
factor however it is not regarded as critical in order to invest (Sudek, 2006). However, as 
the ventures gets traction, the author observed that angels had preference for start-up stage 
investments. Consequently, we hypothesize the following: 
 
H2: The Business Idea is more important for Accelerators than for Business Angels when 
considering to invest in an early stage venture. 
 
 H2a: The Business Idea is more important for Accelerators than Business Angels 
when investing in a seed stage venture. 
  
 H2b: The Business Idea is more important for Business Angels than Accelerators 
when investing in a start-up stage venture. 
 
2.3.3 Financial Information 
 
When investors allocate their capital into new businesses they are expecting a financial 
return on their investment. It is also true that investors do not disregard other nonfinancial 
components however, the final judgment is often taken considering the final return 
associated with the investment opportunity (Cholakova & Clarysse, 2015).  
 
Financiers look for high returns however, when investing in early stage ventures, they are 
unlike to put money in ventures where the return is not enough to cover for the investment 
cost (Bhide, 1992). Moreover, the author has also mentioned that some early stage 
ventures often enter in niche markets which often end up being too small to capture 
financing for the venture. Thus, investors tend to prefer large, scalable markets that are 
registering high growth rates (MacMillan et al., 1985). Patent protection can also affect 
how investors evaluate the market. For instance, if a venture has a product or service that 
is protected by a patent and the entry costs on that specific market are high, the likelihood 
of achieving a competitive advantage in the market is huge (Frick, 2015). 
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In regards to the business model, Feeney, Haines & Riding (1999) have identified poor 
profit potential versus the inherent risk of the business, the absence of long-term vision 
and a vague and poorly written business plan as negative factors when investors consider 
an investment. Investors value firms that have carefully analyzed the market as it means 
that the company performance is going to be measured. Adding to this, it also shows 
investors the capabilities of the entrepreneur and management team behind the venture 
(Bhide 1992). Lastly, investors are expecting liquidity and, consequently, a high return 
on their investment. Mason et al. (2004) has found that investors take in consideration 
how realistic the growth of the venture and the venture’s anticipated cash flows are. 
Therefore, Maxwell et al. (2011) pinpoints the importance of the financial forecast as it 
shows positive signs in terms of marketplace knowledge and management team.  
 
Analyzing all the literature, it is possible to note that the financial information and 
projection of a venture are an important factor for investors. Business Angels, on average, 
invest values in between $10,000 and $2,000,000 in only one venture (Freear, Sohl & 
Wetzel, 1994) whereas Accelerators only provide short amounts of capital to the ventures 
selected to their cohorts (Bluestein & Barrett, 2010). Also, in the study developed by 
Sudek (2006) it is possible to see that BA’s deem the financial aspects of the business as 
the second most relevant aspect after the entrepreneur and the team. Therefore, we 
hypothesize the following: 
 
H3: The Financial Information is more important for Business Angels than for 
Accelerators when investing in early stage ventures. 
 
2.3.4 Location of the Venture 
 
For every firm, location has been shown to have a direct impact on the company’s survival 
and growth potential (Stuart and Sorenson, 2003). Physical locations may vary in terms 
of aspects such as abundance or scarcity of labor, information and capital and when 
choosing where to locate firms must calculate the trade-offs of all these criteria. For 
instance, there are areas where human resources tend to be homogeneous in terms of 
skill’s qualification whereas other areas may be more heterogeneous. Despite this, not 
only the physical environment is crucial. Variants like institutional and political 
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environment must also be considered (Sterns, Reynolds and Williams, 1995). Cohen 
(2014) has stated the importance of such environments for new venture as, for example, 
there are accelerators that are connected to business angels, larger corporations, 
governments and non-governmental organizations. 
 
In the study of Mason and Harrison (2002), investors selected location as one of the key 
criteria when considering to invest in a venture. Locations where an entrepreneurial 
ecosystem is implemented and well-functioning, there are spill-over effects that influence 
positively the ventures inserted in it (Lerner, 2010). Also, in an OECD study of financing 
policies for early stage ventures (2012), it is mentioned that governments can trigger the 
ecosystem’s development by undertaking actions that ease its functioning. 
 
Networks are also very important for the founding teams of the ventures as it is important 
for the ventures to establish connections with people and institutions inserted in the same 
location as the venture.  Kliver & Hindle (2007) have stated these networks can be helpful 
in terms of information (both in sensitiveness of the information as well as in terms of 
diversity), access to financing for the firm, social legitimacy and access to advice, skills 
and know-how. Through all these networks, entrepreneurs are provided with a variety of 
assets they can leverage in order to achieve the venture’s goals (e.g. Hansen 1995; Jenssen 
2001; Jensen and Greve 2002; Jenssen and Koenig 2002; Singh 2000). 
 
Having in mind that ventures in its early stage are looking to access financing and firms 
that are located in places with strong investment network, entrepreneurial ecosystems and 
abundancy in resources are more likely to funnel the growth of the venture – for instance, 
Sillicon Valley –, investors are increasingly concerned with the location of the ventures 
they consider to invest in (Gilbert, McDougall & Audretsch, 2006).  
 
Freear et al. (1994) has proved that Business Angels prefer to invest in ventures that are 
closely located to where they hold their main professional activities and Hoffman et al. 
(2012) also mentioned that equity investors base their investment having in mind the 
geographical location of the venture. However, it is known that the geographical location 
of a venture is determinant to its survival (Stuart and Sorenson, 2003) and that early-stage 
ventures have a likelihood of failing in the first five years of existence of 60% (Timmons 
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et al, 1994). Also, as Business Angel provide on-going support to the ventures, we 
hypothesize the following: 
 
H4: The location of the venture is a regarded as important for Business Angels as for 
Accelerators when considering to invest in an early stage venture. 
 
 H4a: Location is more important in start-up stage than in seed stage. 
 
H4b: For BA’s is more important to invest in ventures that are closely located to 





































3 Methodology  
 
The main research goal of this dissertation is to allow early stage ventures to understand 
what are the most value factors for Business Angels and Accelerators when considering 
to invest in young firms. Investment decisions can be subjected to the stage of 
development of the venture. Therefore, in order to study the characteristics that investors 
search for in new firms, we have also take in consideration the stage of development of 
the venture. 
 
3.1 Research Approach 
 
In order to test the hypothesis displayed in the literature review chapter, we have 
employed a quantitative survey. The survey (Appendix 1) was built and distributed using 
Qualtrics - an online survey software. To reach the sample we used social media, in 
particular LinkedIn, and e-mail as it easier to reach a higher number of people as well as 
to target the population needed for the investigation. Given the budget and time 
restrictions, this was the more adequate solution to collect the information and 
minimizing costs, (Evans and Marthur 2005). 
 
On the first part of the questionnaire, the participants were asked to select the profile that 
would better described them (See Appendix 1, Q1). Then, participants were asked if they 
were also part of a Business Angel Investment group, respondents in the accelerator’s 
management team and mentor category were instead asked about the location of the 
accelerator. Secondly, the participants were exposed to the venture stage variable as the 
seed and start-up stage definitions were thoroughly explained. Lastly, both investor types 
were asked if, when considering to invest in a venture, they had any preference regarding 
the stage of the firm. 
 
For the second part of the questionnaire, respondents were asked to consider a venture in 
a seed stage. Following this request, the participants were posed to rate in a scale of 1 
(Not Important at all) to 5 (Extremely Important) how important do they consider the 
factors analyzed (Entrepreneur and the team, Business Idea, Financial Information and 
Location of the venture) when considering to invest in a seed stage venture. Succeeding 
this question, investors were asked about specific dimensions about each of the factors 
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addressed having in consideration the stage of the venture which, on the second part of 
the questionnaire, was seed stage. On the third part of the questionnaire, investors were 
asked the exact same five questions but regarding new ventures that are on the start-up 
stage. By dividing the questionnaire in these two parts, it will be possible to understand 
what are the differences for BA’s and Accelerators based on stage of development of the 
venture. On the last part of the questionnaire, respondents were asked about demographic 
data, more precisely, where they had their main activities located, gender and age.  
 
3.2 Data Collection and Sampling 
 
This study employed the convenience sampling as the sampling method. This is a 
sampling method where the targeted population meets particular conditions such as 
geographical location, it is easily accessible, willingness to participate in the survey. This 
method is also known for being affordable for the researcher and often the topics 
addressed are readily available. Therefore, the main goal of the researchers who use this 
method is to obtain information from contributors who are of easy access to the researcher 
(Dörnyei, 2007). 
 
There were collected 57 answers to the survey. However, for our analysis, only 39 could 
be considered as the remaining answers were performed by people who did not meet the 
desired criteria of being either a Business Angel or part of an Accelerator’s Management 
Team. Regarding the profiles of the respondents, there were 21 respondents who are 
Business Angels (54%) and 18 respondents who belongs to an Accelerators’ Management 
team (46%). 74% of the respondents were male and 64% are aged between 31 and 50 
years old. All the considered respondents were asked questions about seed and start-up 
stage therefore, in terms of the number of responses related to the stage of the venture, 
the sample is equally distributed. Also, respondents were asked the country of their main 
professional activities and, from the population analyzed, 56% of participants were from 
Portugal. There were a few respondents that have indicated they had their activities 
located in two or more countries therefore their response was equally distributed among 








In order to understand if the dimensions used as criteria for investment was adequate, we 
run Principal Components Analysis (PCA) to further validate the dimensionality of the 
data collected. Prior to running the PCA, a correlation matrix between all the sub 
dimensions was run and it was possible to note that the sub dimensions are not highly 
correlated to one another. The Kaiser-Meyer-Olkin (KMO) test result when running the 
PCA was 0,667 meaning that our data is factor analyzable. The Bartlett’s test of 
Sphericity was also performed and it was significant at the 0.001 level meaning that our 
variables are significantly correlated. In addition to this, an orthogonal rotation was 
applied, in particular varimax, as the components are uncorrelated and this rotation 
method allows to maximize the loadings’ variation in the components (Denscombe, 
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2010). The conducted PCA has used Kaiser’s Eigenvalues criteria and there were four 
Principal Components that came out of the analysis (see Table 2). The four factors 
extracted from the rotation components matrix explain approximately 64% of the 
variance of our factors and matched exactly the criteria we have reviewed on the 
literature. Therefore, the first Principal Component is constituted by the sub dimensions 
of the Business Idea; the second Principal Component is comprised by the location sub 
dimensions; the third Principal Component is formed by the Entrepreneur and team sub 
dimensions; and, lastly, the fourth Principal Component is founded the two sub 




Table 2 - Principal Components 
 
On table 3, shown below, it is possible to see the sub dimensions that were analyzed for 
each of the factors covered in the literature review. Furthermore, Cronbach’s alpha was 
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performed in order to test the reliability of the sub dimensions used to address each of the 
factors covered in the literature review (Malhotra, 2010). When performing the Cronbach 
alpha test, in all the sub dimensions, the alpha was greater than 0,7 – value that is 
generally accepted by researchers (Nunnally and Bernstein, 1994) – except for the factor 
“Financial Information” that had to adapted from 3 sub dimensions (α = 0,578) to 2 sub 
dimensions in order to retrieve an alpha superior to 0,7 (α = 0,769). The sub dimension 




Table 3 - Table of Subdimensions1 
 
                                               
1 The sub dimensions used for the reliability test of the factor Financial Information were number 1 and 2 
presented in the table. 
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As we have checked for the reliability of the sub dimensions analyzed in the survey for 
each of the main four factor studied in this dissertation, we have created four new 
variables. The variables created are the mean of each factor’s sub dimensions. For the 
entrepreneur and team factor, the variable Mean_EntrepTeam (α = 0,762) is the mean of 
the sub dimensions Managerial Capabilities, Education Background, Entrepreneurship 
Experience, Industry Expertise and Personal Skills. Regarding the Business Idea factor, 
the variable Mean_BusIdea (α = 0,810) that is equal to the mean of its sub dimensions 
Product Market Strategy, Product Adoption, Go to Market Strategy and Patent Protection. 
Concerning the factor Financial Information (α = 0,769), the variable created equals the 
mean of the two sub dimensions that together had a significant Cronbach alpha. The sub 
dimensions are Market Potential and Profitable Business Model. Lastly, for the factor 
Location of the Venture (α = 0,825), the variable created equal the mean of the sub 
dimensions Knowledge Spillovers, Entrepreneurial Ecosystem, Investment Network and 
Ability to Maintain Close Contact with the Venture. 
 
After running the Principal Components Analysis that validated the dimensionality of our 
data, there were performed statistical tests in order to investigate the hypothesis 


























In order to test our hypothesis, we used an analysis of variance - ANOVA. For the 
rationale of the dissertation, as the sample (n) is larger than 30 (n>30), it is assumed that 
the sample is normally distributed. ANOVA is a statistical test that comprises a variance 
analysis with the aim of checking the differences of means between two or more groups 
(Malhotra, 2010). 
 
For all the tests conducted, the confidence level used was 95%. We used Levene’s test to 
study the homogeneity of variances. For this test, when the p-value is higher than 0.05 it 
means that there is homogeneity of variances. In the ANOVA tests performed where the 
p-value for the Levene’s test was lower than 0.05, the Welch test was conducted in order 
to understand if there is any statistically significance between levels of the independent 
variable. 
 
4.1 Principal Components Analysis 
 
In order to reduce the dimensionality of the data, a Principal Components Analysis was 
conducted. Thus, it will allow for retaining most of the variance existing in the data set 
(Jolliffe, 2002). As a result of converting the variance, the Principal Components (PCs) 
are originated. The PC’s are combined in a way that they retain the larger value possible 
of the variance of the original variables. Prior to running the PCA, we have tested for the 
reliability of the sub dimensions used in the survey to explain each of the factor and, as 
the tests were positive, meaning that the sub dimensions were reliable, it is possible to 
validate the extracted PC’s. 
 
On the PCA performed, there were extracted 4 PC’s using the Kaiser’s Eigenvalue criteria 
where the total variance explained has to be larger than 1 (Malhotra, 2010). Overall, the 
four components extracted explain 64,2% of the total variance which is considered a 
trustworthy percentage. Also, the KMO test result was 0,667 is considered suitable as the 
values for good measures range between 0.500 and 0.1000 (Malhotra, 2010). The 
Bartlett’s test of Sphericity was also performed and it was significant at the 0.001 level 
meaning that our variables are significantly correlated. 
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4.2 Hypothesis Testing 
 
In order to study hypothesis proposed, several ANOVA tests were conducted. Firstly, 
there were performed t-tests in order to analyze the means, one-way ANOVAs and two-
way ANOVAs were conducted in order to understand if there are differences between 
groups. 
 
4.2.1 Entrepreneur and the Team 
 
We have hypothesized that both investors – Business Angels and Accelerators – consider 
the entrepreneur and the team as the most important criterion when investing in early 
stage ventures. Means of each of the four variables (see Table 4). 
 
 
Table 4 - Means for each of the four criteria analyzed 
 
It seems that the Entrepreneur and the Team is not the variable that investors value the 
most when investing in a venture as ME&T = 4,164, MBusIdea = 4,045, MFinInfo = 4,083, 
MLocation =3,590. However, we will now check for statistical significance by performing 
a t-test between the variables. When performing the t-test between the variables 
Entrepreneur & Team and the business idea, the p-value result was larger than 0,05 (p = 
0,069) meaning that the differences between means are not statistically significant. 
Secondly, when performing a t-test between the variable Entrepreneur & Team and 
Financial Information, again we obtained a p-value larger than 0,05 (p = 0,210). Thus, 
we cannot guarantee that the means are statistically different from one another. Lastly, 
we have performed a t-test between the variable Entrepreneur & Team and Location of 
the venture. In this t-test, we have obtained a p-value lower than 0,05 (p = 0,000) meaning 
that the difference in means is statistically significant. However, as we did not get 
statistically significant differences for all t-tests, we reject the null hypothesis for H1 as 
N Mean Std. Deviation
Mean_E&T 39 4,164 0,511
Mean_BusIdea 39 4,045 0,576
Mean_FinInfo 39 4,083 0,633
Mean_Location 39 3,590 0,718
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it is not possible to conclude that investors value more the Entrepreneur and the Team 
when investing in early stage ventures. 
 
Regarding our H1a, we have hypothesized that, for seed stage ventures, investor types 
consider the Entrepreneur and the team as the most important criterion. When analyzing 
the means, we see that there are differences as MSeed_E&T = 4,169, MSeed_BusIdea = 3,776, 
MSeed_FinInfo = 3,949, MSeed_Location = 3,442.  
 
 
Table 5 - Means for each of the four criteria per Seed Stage 
 
As a result, we will run a t-test in order to validate if the differences are statistically 
significant.  When performing the t-test between the variable Entrepreneur & Team and 
the business idea, the p-value result was lower than 0,05 (p = 0,001) meaning that the 
differences between means are statistically significant. Secondly, when performing a t-
test between the variable Entrepreneur & Team and Financial Information, again we have 
obtained a p-value larger than 0,05 (p = 0,091) therefore we cannot guarantee that the 
means are statistically different from one another. Lastly, we have performed a t-test 
between the variable Entrepreneur & Team and Location of the venture. In this t-test, we 
have obtained a p-value lower than 0,05 (p = 0,000) meaning that the difference in means 
is statistically significant. Nonetheless, as we did not get statistically significant 
differences in all the cases above, we reject the null hypothesis for H1a as it is not possible 
to conclude that investors value more the Entrepreneur and the Team when investing in 
seed stage ventures. 
 
Lastly, for H1b, we have hypothesized that the Entrepreneur and the team is the most 
important criterion for investors when these consider to invest in start-up stages ventures. 
By looking at the means of the variables, MStartUp_E&T = 4,159, MStartUp_BusIdea = 4,314, 
MStartUp_FinInfo = 4,218, MStartUp_Location = 3,737, it seems to exist a slightly difference 
between the variables and we will perform a t-test in order to validate these differences.  
N Mean Std. Deviation
Mean_E&T 39 4,169 0,556
Mean_BusIdea 39 3,776 0,580
Mean_FinInfo 39 3,949 0,677




Table 6 - Means for each of the four criteria per Start-up Stage 
 
Thus, when running the t-test we have obtained that on the t-test between the variable 
Entrepreneur & Team and the business idea, the p-value result was higher than 0,05 (p = 
0,056) meaning that the differences between means are not statistically significant. 
Secondly, when performing a t-test between the variable Entrepreneur & Team and 
Financial Information, again we have obtained a p-value larger than 0,05 (p = 0,304) 
therefore we cannot guarantee that the means are statistically different from one another. 
Lastly, we have performed a t-test between the variable Entrepreneur & Team and 
Location of the venture. In this t-test, we have obtained a p-value lower than 0,05 (p = 
0,002) meaning that the difference in means is statistically significant. Nonetheless, as 
we did not get statistically significant differences in all the cases, we reject the null 
hypothesis for H1b as it is not possible to conclude that investors value the Entrepreneur 
and the Team as the most important factor when investing in start-up stage ventures. 
 
4.2.2 Business Idea 
 
Regarding the business idea, we have hypothesized (H2) that Accelerators value more the 
business idea when considering to invest in early stage ventures than BA’s do. In order 
to understand the difference, we have performed a Two-Way ANOVA analysis. We want 
to understand if the differences of the means are statistically significant to check for our 
hypothesis. In table 7, it is possible to see the means for the Business Idea for BA’s and 
for Accelerators inclusively divided by stage: 
 
N Mean Std. Deviation
Mean_E&T 39 4,159 0,462
Mean_BusIdea 39 4,314 0,426
Mean_FinInfo 39 4,218 0,552
Mean_Location 39 3,737 0,716
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Table 7 - Means for Business Idea per Investor Type and Profile 
 
As we note, the MBA_BusIdea = 4,214 is higher than MAccelMT_BusIdea = 3,847. In order to 
check for the statistically significance value for the difference in means, we are going to 
run a One-Way ANOVA (see table 8). 
 
 
Table 8 - One-Way ANOVA for Business Idea per Investor type 
 
Thus, as we find an F (2,612) = 8,544, p < 0,05, we reject the null hypothesis as this 
means that the Business idea is more important for BA’s than for Accelerators. 
 
For H2a, where we hypothesize that the business idea is more important for Accelerators 
than for BA’s in seed stage ventures. As Levene’s test p-value is higher than 0,05, we are 
confident that our variances are homogeneous, meaning that we can analyze that the tests 




Table 9 - Tests of Between-Subject Effects for Business Idea 
 
The preference for a good business idea for BA’s (MBA_seed =3,988) is significantly higher 
than the preference of Accelerator’s Management Team (MAccelMT_seed=3,528) in seed 
stage ventures (F(2,612) = 11,10; p < 0,05). Thus, we reject the null hypothesis. 
 
When looking at the startup stage we found the same result, meaning that the mean for 
BA’s at start-up stage (MBA_Start-Up = 4,441) is higher than the mean for Accelerators at 
start-up stage (MAccelMT_Start-Up = 3,528) as (F(5,771) = 24,532; p < 0,05). Therefore, we 
accept the null hypothesis. This result goes in line with what Sudek (2006), (Hoffman et 
al., 2012) and (Kesim & Salamzadeh, 2015) have studied as Business Angels tend do 
invest in venture that are more mature. 
 
4.2.3 Financial Information 
 
In what concerns the financial information, we have hypothesized that Business Angels 
regard this factor more importantly than Accelerators when considering to invest in an 
early stage venture. Thus, a univariate analysis of variances was conducted with the 
purpose of checking for the difference in means. By looking at the table, we see that 
MBA_FinInfo = 4,286 and MAccelMT_FinInfo = 3,847 which lead us to analyze the significance 




Table 10 - Descriptive Statistics of Financial Information per Investor type and per 
Stage 
 
However, Levene’s test p-value (p = 0,012) is lower than 0,05 and we know that there is 
heterogeneity of variances in our sample and we would be skeptical to conclude the 
variance in the groups of the variable profile. As a result, a Welch ANOVA was 
performed (see table 11) and a p-value lower than 0,05 (F(3,3727) = 10,308; p < 0,000) 
in this test allows to conclude that there is a statistically significant variance in between 
groups and this test is adequate for cases were we have an unequal sample size and 
heterogeneity of variance. By looking at the differences between groups in the ANOVA 
table, we note that it is statistically significant (p = 0,002 < 0,05). Also Welch test p-value 
lower than 0,05 (p = 0,003) meaning that it is statistically significant. This means that 
MBA_FinInfo = 4,095 is statistically significantly higher than the MAccelMT_FinInfo = 3,778.  
 
 
Table 11 - Welch ANOVA for Financial Information per Investor Type 
 
Therefore, we accept the null hypothesis as it has been possible to prove that, in line with 
previous literature, Business Angels value more the Financial Information than 
Accelerators in early stage ventures. Most likely this is due to the fact that Accelerators 
invest much smaller amounts of capital in the firms they receive in the cohorts (Bluestein 
& Barrett, 2010). 
 
Moreover, a One-way ANOVA was conducted in order to evaluate if there is difference 
between the ventures’ stage of development. When looking at table 12, there is a 
difference as for seed stage we have (MFinInf_Seed = 3,949) and for start-up stage we have 
(MFinInf_Start-Up = 4,218). As the Levene’s test is higher than 0,05 (p = 0,289) we can 




Table 12 - Descriptive Statistics of Financial Information per Stage 
 
However, for the independent variable stage, we are not able to conclude that there are 
differences in the means. When running the Welch ANOVA (see table 13), between 
groups we have that (F(1,1413)=3,605; p > 0,05) meaning that there is no difference 
between stages of the development of the ventures. 
 
 
Table 13 - Welch ANOVA for Financial Information per Stage of development 
 
4.2.4 Location of the Venture 
 
For the location of the venture, we have hypothesized that both investor types consider 
the location of the venture equally important when investing in a venture. Hence, with 
the aim of checking for this hypothesis, we have conducted a univariate analysis of 
variances. By looking at the table 14, we can suspect an existence of difference in means 
related to Accelerators and the venture’s development stage MAccelMT_Seed = 3,246 as it 




Table 14 - Descriptive Statistics of Location of the Venture per Investor type and per 
Stage 
 
For the first hypothesis, we hypothesize that both investors rate the location of the venture 
similarly. By looking at the means, MBA_Location = 3,631 and MAccelMT_Location = 3,542 there 
seems to exist no difference. In order to validate this, a One-Way ANOVA was conducted 
(see table 15). However, the differences are not statistically significant (F(0,155) = 0,293, 
p > 0,590). As a result, we accept the null hypothesis as both investment vehicles give the 
same importance to the location of the venture.  
 
 
Table 15 – One-Way ANOVA for Location of the Venture per Investor Type 
 
Following this analysis, we move onto the tests of between-subject effects (see table 16), 
as we have guaranteed a Levene’s test p-value higher than 0,05 (p = 0,788) meaning that 




Table 16 - Tests of Between-Subject Effects for Location of the Venture 
 
When considering the MBA_Seed_Location = 3,595, MBA_StartUp_Location = 3,667, 
MAcceelMT_Seed_Location = 3,264, MAccelMT_StartUp_Location = 3,819 it might be possible to exist 
differences in means between stage and investor type. As we can see in table 16 above, 
none of the independent variables alone nor together has a statistically significant value 
as all the p-values are larger than 0,05 meaning that we cannot infer to exist difference in 
the means. As result, we reject the null hypothesis. 
 
Lastly, regarding the location of the venture, one of its sub dimensions – Ability to 
maintain close contact with the venture – we have hypothesized that BA’s are more likely 
to invest in ventures that are closely located to them than Accelerators and, in order to 
understand if it is true, we look at the means. As MBA_AMCCV = 3,760 and MAccelMT_AMCCV 




Table 17 - One-Way ANOVA for Ability to Maintain Close Contact with the Venture per 
Investor Type 
 
To confirm it, we ran a One-Way ANOVA (see table 17) and we obtained the following 
F(0,293) = 0,429, p > 0,05 meaning that our expectations were confirmed and we reject 
the null hypothesis. This means that, according to our sample, Business Angels do not 












As the entrepreneurship field is steadily increasing its importance in the world’s 
economy, it is extremely important to research it deeper. For investors, choosing the right 
venture is getting more difficult as technology is causing the costs to decrease (Launch 
Box Digital, 2010) meaning that, nowadays, is very easy to start a business. The main 
goal of this dissertation is to allow early stage ventures to understand the criteria that 
Business Angels and Accelerators find more relevant when considering to invest in young 
firms. Business Angels and Accelerators are the investment vehicles that are more likely 
to invest in early stage ventures (Cohen et. al, 2014) and, for these ventures, getting 
capital into the firm allow the firm to grow easily (Kelly, 2007) and, consequently, 
increase the chances of surviving at this critical life stage (Maxwell et al., 2011). 
 
This study concludes that, in line with the literature, for Business Angels and 
Accelerators, the financial information, in particular its market potential and profitable 
business model, is very important when considering to invest in a firm. Secondly, we 
have concluded that Business Angels rate the business idea higher than Accelerators. 
Thirdly, we understand that for both investor types, the location of the venture is not a 
priority when investing in a venture however, it is still regarded as important criterion in 
the investment decision process. 
 
Nonetheless, there were differences in our results in terms of investment decisions 
towards what it was seen in the literature. The most striking differences we found were 
related to the entrepreneur and the team as it was not considered the most important factor 
for both investor types when considering to invest in a venture. Also, these results 
continued to hold when analyzing both seed and start-up stage ventures. Secondly, 
concerning the business idea, it was expected Accelerators considered more important 
the business idea when compared to BA’s as due to the nature of Accelerator’s programs. 
 
It would be expected that the entrepreneur and the team had been selected as the most 
important factor for the investment decision. Existing literature on the criteria that 
investors consider more relevant when investing in firms is still ambiguous. While 
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Sudek’s study (2006) found that the entrepreneur and the team came on top of the criteria 
that angel investors considered critical in order to invest, other authors have presented 
theories that proved that the non-human part of the business is indeed the most relevant 
(Hart & Moore, 1990). Another possible reason for this might be that some of the sub 
dimensions analyzed, can also have been considered as barriers to investment as it is 
known that the reasons that lead investors to deny investment are not the exact opposite 
of those that lead to investment (Feeney, Haines, & Riding, 1999).  
 
Regarding the business idea, we concluded that Business Angels consider the idea more 
important than Accelerators regardless the stage of the venture. This fact is contradictory 
when compared to the literature studied, where Business Angels have shown to rate the 
idea below the entrepreneur and team and the financial motives. In contrast, accelerators 
tend to focus a lot on the venture’s business idea. One possible reason for these results 
may be that usually Business Angels tend to invest in industries where they have had 
experience before as they fell they can add value to the business (Drover, Busenitz, 
Matusik, Townsend, Anglin & Dushnitsky, 2017). Thus, the business in itself can have a 
greater importance on their investment decision. Conversely, Accelerators focus a lot on 
networking and mentoring with people that had similar experiences to the ventures 
selected to the cohorts (Hoffman et al., 2012) tolerating more easily idea’s iterations as 
Accelerators stress they want to build and develop ventures (Mitchell, 2010). However, 
for start-up stage ventures, our results are aligned with previous literature as BA’s give 
more importance to the business idea as the ventures develops. This finding is also in line 
with the fact that Accelerators are often chosen by ventures that do not have their idea 
completely defined, meaning that ventures applying to Accelerators are open to business 
iterations as Accelerators’ cohorts are often exposed to high quality mentorship and 
education (Hoffman et al., 2012).  
 
Thirdly, in relation to the financial information, due to the low amounts that Accelerators 
put into the ventures (independently of the stage of development) – for instance TechStars 
only invests at maximum $18,000 per venture (Hoffman, Radojevich-Kelley, 2012). – it 
is expected that Business Angels are more concerned with the financial information as 
the amount invested by BA’s can go up to two million dollars (Freear, Sohl & Wetzel, 
1994). As so, our assumption that verified Business Angels deploy a very careful analysis 
of venture’s financial returns and potential.  
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Lastly, in regards to the location, we have concluded both investor types give the same 
importance to the location of the venture. This reflects the literature that the geographical 
location for early stage ventures is critical. Places where there are strong entrepreneurial 
ecosystems, venture capital and knowledge spillovers – like Sillicon Valley – are crucial 
for these venture’s growth (Gilbert, McDougall & Audretsch, 2006). Despite this, we 
would expect Business Angels to show evidence that they prefer to invest in firms that 
are closely located to where BA’s have their professional activities. One possible 
explanation is the one provided before since that BA’s, as investors, want to maximize 
their ROI and places with strong ecosystems and networks are the ones capable of 
maximizing the potential of a deal. Also, as technologies evolve, investors can easily 
contact with the ventures without having the need to meet in person constantly. 
 
5.2 Managerial and Academic Implications 
 
The study developed aims to help early stage ventures to understand better what do the 
investors look for depending on the stage of the venture and, in this case, depending on 
the type of investor. In this study, it is possible to understand what criteria are Business 
Angels and Accelerators looking for allowing for ventures to better select the investor 
with whom they wish to partner. Moreover, by being able to understand the criteria that 
move investors, entrepreneurs can align strategies in order to capture investment from the 
investor they pretend. For instance, when pitching their idea, by using this study, firms 
can understand what the criteria investors’ value more. Consequently, when presenting 
the firm, founders can highlight the aspects that investors are more concerned about. For 
example, when presenting to Business Angel or Accelerators, according to this study and 
with previous literature, the venture should stress the presentation on the idea and the 
financial information linked to it. By doing so, ventures are most likely increasing the 
chances of successfully collecting funds. 
 
In this research, key issues regarding the investment criteria are raised. It is still not clear 
how investors rank the different criteria when investing in an early stage venture. In this 
study, it is shown that ranking the entrepreneur and the team as the most important criteria 
when investing is still not consensual among investors. Also, it was shown that the 
location of the ventures still has an important role on the investment decision however to 
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be closely located to the venture, nowadays, is no longer an important factor for investors. 
This calls for further research in the entrepreneurial field as there are several variables 
other variables that can help justifying more precisely the investment decision of Business 
Angels and Accelerators.   
 
5.3 Future Research 
 
Selecting promising early stage ventures is a very difficult and challenging task for 
investors. There is substantial amount of research on the selection criteria that investors 
consider when investing but still research keeps on being ambiguous. Thus, it is becoming 
increasingly important to study the criteria that leads investors to reject investing in an 
early stage venture. Also studying the relationship between Accelerators and Business 
Angels may provide important knowledge to the entrepreneurial field. It has been shown 
that Accelerators often function as moderator between early stage ventures and BA’s, 




There are some limitations that should be taken into consideration when analyzing the 
results. The primary limitation is regarding sample size. The final sample was composed 
by 39 respondents being 21 Business Angels and 18 respondents from Accelerators 
anagement team and often, in order to be considered valid and reliable samples must have 
100 or more answers (Collier and Bienstock, 2007). Consequently, the sample does not 
reflect entirely the target population.  
 
Secondly, there is a sampling method limitation. The sampling method used was 
convenience sampling. While this technique allows for reaching more easily the 
respondents saving time and monetary resources, the participants chosen are not random 
meaning that the researcher may be subject to bias (Etikan, 2016). 
 
Lastly, respondents when participating in this study are recollecting past decisions taken 
by themselves and it has been shown that people tend to have difficulties in accurately 
recalling their cognitive process (Nisbett and Wilson, 1977). As respondents are recalling 
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past experiences, the data does not reflect an actual decision (Mason and Rogers, 1997; 
Mason and Stark, 2004). This leads to concluding that investors may be telling about their 
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Thank you very much for your willingness to participate in my research questionnaire. 
 
The purpose of this research is to understand what are the key characteristics new ventures 
must have in order to receive funding from investors. 
 
The survey takes about 4 minutes of your time. All the data and responses collected are 
anonymous. All the information will only be used for academic purposes at Católica 
Lisbon School of Business & Economics and not it is not being tracked by any personal 
entity, any venture or investor. 
 
If you have any questions, please contact Bernardo Marçal to the following e-mail 
address: 152117050@alunos.lisboa.ucp.pt or bernardommarcal@gmail.com. 
 





- - - - - - - - - - - - - - - - - - - - - - - - - Page Break - - - - - - - - - - - - - - - - - - - - - - - - - - -  
 
 
Q1) Please select the option that better describes your profile: 
 
1) I am a Business Angel.  (1)  
 
2) I am part of an Accelerator's management team.  (2)  
 
3) I am/was a mentor in an Accelerator program.  (4)  
 
4) Other (Please specify)  (3) _____________________________________ 
 
 
Q2) Are you also part of a Business Angel Investment Group? 
Display This Question: If Please select the option that better describes your 
profile: = I am a Business Angel. 
 
a) Yes.  (1)  
 
b) No.  (2)  
 
 
Q3) What is the location of the Accelerator you work at? Please indicate the city and 
country (e.g. Lisbon, Portugal).  
Display This Question: If Please select the option that better describes your 
profile: = I am part of an Accelerator's management team. Or Please select the 
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- - - - - - - - - - - - - - - - - - - - - - - - - Page Break - - - - - - - - - - - - - - - - - - - - - - - - - - -  
 
  
The questionnaire has two parts. On the first part, you will be asked questions regarding 
seed stage ventures and, on the second part, you will be asked questions regarding start-
up stage ventures. 
 
1) A seed stage venture is a firm that has a business idea and it is focused on building a 
team, developing a concept/product in order to be able to raise its first round of financing 
that will allow to start the business. 
 
2) A start-up stage venture is a venture that has already received seed investment and 
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is looking forward to raise the second round of financing to further develop their 
concept(s)/product(s), the team and grow the business. 
 
 
- - - - - - - - - - - - - - - - - - - - - - - - - Page Break - - - - - - - - - - - - - - - - - - - - - - - - - - -  
 
 
Q4) When considering to invest in a firm, at what stage does the venture has more chances 
of getting an investment from you? 
Display This Question: If Please select the option that better describes your 
profile: = I am a Business Angel. 
 
a) Seed-stage.  (1)  
 
b) Start-up stage.  (2)  
 
c) I do not have any preference.  (3)  
 
 
Q5) When selecting a firm to participate in your Accelerator's program, at what stage 
does the venture has more chances of being selected? 
Display This Question: If Please select the option that better describes your 
profile: = I am part of an Accelerator's management team. 
Or Please select the option that better describes your profile: = I am/was a mentor 
in an Accelerator program. 
 
a) Seed-stage.  (1)  
 
b) Start-up stage.  (2)  
 





 - - - - - - - - - - - - - - - - - - - - - - - - - Page Break - - - - - - - - - - - - - - - - - - - - - - - - - - -  
 
 
For the first part of the questionnaire you will be asked questions regarding ventures at a 
seed stage. Please consider that you are being pitched a seed stage venture's business 
idea. 
 
A seed stage venture is a firm that has a business idea and it is focused on building a 
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team, developing a concept/product in order to be able to raise its first round of financing 
that will allow to start the business. 
 
 
- - - - - - - - - - - - - - - - - - - - - - - - - Page Break - - - - - - - - - - - - - - - - - - - - - - - - - - -  
 
 
Q6) For a successful seed stage venture, please indicate how important for the 




















Team (1)  o  o  o  o  o  
Business Idea (2)  o  o  o  o  o  
Financial 
Information (3)  o  o  o  o  o  
Location of the 
venture (where 
the firm is based) 
(4)  








Q7) For a successful seed stage venture, please indicate how important for the 
development of the business do you consider each of the following aspects regarding the 
entrepreneur and the team? 
 
 
















Capabilities (1)  o  o  o  o  o  
Educational & 
Professional 
Background (2)  
o  o  o  o  o  
Entrepreneurship 
Experience (3)  o  o  o  o  o  
Industry 


















Q8) For a successful seed stage venture, please indicate how important for the 





















Strategy (1)  o  o  o  o  o  
Product 
Adoption (2)  o  o  o  o  o  
Go-to-market 
Strategy (3)  o  o  o  o  o  
Patent 


















Q9) For a successful seed stage venture, please indicate how important for the 





















Potential (1)  o  o  o  o  o  
Profitable 
Business 
Model (2)  
o  o  o  o  o  
Financial 

















Q10) For a successful seed stage venture, please indicate how important for the 
development of the business do you consider each of the following aspects regarding the 





















potential (1)  
o  o  o  o  o  
Entrepreneurial 
Ecosystem (2)  o  o  o  o  o  
Investment 




the venture (4)  
o  o  o  o  o  
 
 
- - - - - - - - - - - - - - - - - - - - - - - - - Page Break - - - - - - - - - - - - - - - - - - - - - - - - - - -  
 
 
Now, for the second part of the questionnaire, you will be asked questions regarding 
ventures that are at a start-up stage. Please consider that you are being pitched a start-up 
stage venture's business idea. 
 
A start-up stage venture is a venture that has already received seed investment and it is 
looking forward to raise the second round of financing to further develop their 




- - - - - - - - - - - - - - - - - - - - - - - - - Page Break - - - - - - - - - - - - - - - - - - - - - - - - - - -  
 
 
Q11) For a successful start-up stage venture, please indicate how important for the 


















& Team (1)  o  o  o  o  o  
Business Idea 








firm is based) 
(4)  
o  o  o  o  o  
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Q12) For a successful start-up stage venture, please indicate how important for the 
development of the business do you consider each of the following aspects regarding the 




















Capabilities (1)  o  o  o  o  o  
Educational & 
Professional 
Background (2)  
o  o  o  o  o  
Entrepreneurship 
Experience (3)  o  o  o  o  o  
Industry 







o  o  o  o  o  
 
 
Q13) For a successful start-up stage venture, please indicate how important for the 






















Strategy (1)  o  o  o  o  o  
Product 
Adoption (2)  o  o  o  o  o  
Go-to-market 
Strategy (3)  o  o  o  o  o  
Patent 
Protection (4)  o  o  o  o  o  
 
 
Q14) For a successful start-up stage venture, please indicate how important for the 























o  o  o  o  o  
Profitable 
Business 
Model (7)  
o  o  o  o  o  
Financial 




Q15) For a successful start-up stage venture, please indicate how important for the 
development of the business do you consider each of the following aspects regarding the 





















potential (1)  
o  o  o  o  o  
Entrepreneurial 
Ecosystem (2)  o  o  o  o  o  
Investment 




the venture (4)  
o  o  o  o  o  
 
 




Q16) Does your Accelerator has any particular preference for ventures in certain 
industries? 
Display This Question: If Please select the option that better describes your 
profile: = I am part of an Accelerator's management team. 
Or Please select the option that better describes your profile: = I am/was a mentor 
in an Accelerator program. 
 
a) Yes.  (1) 
 
b) No.  (2)  
 
 
Q17) What industry or industries does your accelerator prefers? 
Display This Question: If Does your Accelerator has any particular preference for 




Q18) In what country do you currently have your main professional activities located? 
Please indicate the city and country (e.g. Lisbon, Portugal). 
________________________________________________________________ 
 
Q19) What is your gender? 
 
a) Male  (1)  
 




Q20) How old are you? 
 
a) Below 20.  (1)  
 
b) 21-30.  (2)  
 
c) 31-40.  (3)  
 
d) 41-50.  (4)  
 
e) 51-60.  (5)  
 
f) Above 60.  (6)  
 
 
 
